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BACKGROUNDER NO. 55846 
CHRIS KERN 

SUPREME COURT: A MANDATORY TARIFF? 
ANNCR: 

THE U.S. SUPREME COURT -- NOW IN THE LAST FEW WEEKS OF ITS 
ANNUAL TERM -= HAS BEFORE IT A LAWSUIT THAT COULD SIGNIFICANTLY 
CHANGE THIS COUNTRY'S RELATIONSHIPS WITH ITS MAJOR TRADING 
PARTNERS. CHRIS KERN HAS A BACKGROUND REPORT. 

VOICE: 

UNITED STATES INTERNATIONAL TRADING PRACTICES ARE PRIMARILY 
DEFINED BY ITS TREATY COMMITMENTS TO OTHER COUNTRIFS AND BY 
MULTILATERAL ARRANGEMENTS LIKE THE GENERAL AGREEMENT ON TARIFFS 
AND TRADE. BUT THEY ARE ALSO DETERMINED BY STATUTES PASSED BY 
CONGRESS, AND ONE SUCH STATUTE -- THE TARIFF ACT OF 1930 -- 
COULD UPSET THE DELICATE STRUCTURE OF AMERICAN TRADE WITH OTHER 
COUNTRIES. 

IT ALL DEPENDS ON THE INTERPRETATION THE SUPREME COURT 
PLACES ON THE 1930 LAW, WHICH WAS DESIGNED TO RETALIATE AGAINST 
COUNTRIES THAT PAID CASH BONUSES TO MANUFACTURERS WHO EXPORTED 
THEIR PRODUCTS INSTEAD OF SELLING THEM AT HOME, BOUNTIES OR 
GRANTS IN RETURN FOR EXPORTS MAKE IT POSSIBLE FOR EXPORTERS TO 
UNDERSELL THE COMPETITION IN FOREIGN MARKETS. TO MAKE SURE THAT 
DIDN'T HAPPEN IN THE AMERICAN MARKET, CONGRESS ENACTED A 
PROVISION IN THE 1930 LAW THAT REQUIRES THE GOVERNMENT TO IMPOSE 
A TARIFF ON IMPORTS THAT IS EQUAL TO THE AMOUNT OF THE BOUNTY 
PAID BY THE GOVERNMENT WHERE THEY ARE MANUFACTURED. 

BACK IN 1970, THE ZENITH RADIO CORPORATION ASKED THE U.S. 
TREASURY DEPARTMENT TO APPLY THE COMPENSATORY TARIFF PROVISION 
TO ELECTRONIC EQUIPMENT ENTERING THIS COUNTRY FROM JAPAN, 

ZENITH ARGUED THAT SINCE JAPAN DOESN'T IMPOSE ITS DOMESTIC EXCISE 
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TAX ON GOODS THAT ARE EXPORTED, THAT AMOUNTS TO A BOUNTY ON 
EXPORTS WITHIN THE MEANING OF THE 1930 LAW. THE U.S. TREASURY 
DEPARTMENT RESPONDED THAT THE 1930 LAW APPLIES ONLY TO DIRECT 
PAYMENTS TO MANUFACTURERS AND IT REFUSED TO IMPOSE THE TARIFF, SO 
ZENITH ~~ WHICH HAS SINCE HAD TO MOVE A LARGE PART OF ITS 
ELECTRONIC MANUFACTURING OUT OF THE UNITED STATES BECAUSE OF 
JAPANESE COMPETITION =-- WENT TO COURT. 

THE CARTER ADMINISTRATION HAS WARNED THE SUPREME COURT THAT 
A DECISION IN ZENITH'S FAVOR COULD HAVE DISASTROUS CONSEQUENCES 
FOR THE UNITED STATES. SOLICITOR GENERAL WADE MCCREE CIRCULATED 
A MEMORANDUM FROM THE JAPANESE GOVERNMENT AMONG THE SUPREME COURT 
JUSTICES THAT SAID THE GOOD FAITH OF THE UNITED STATES MIGHT BE 
QUESTIONED IF THE FREE TRADE POLICIES THIS COUNTRY HAS LONG 
SUPPORTED WERE UNDERMINED BY TARIFFS OF THE TYPE THAT ZENITH 
DEMANDS. 

MR. MCCREE CONCEDED IN ORAL ARGUMENT THAT THE SUPREME COURT 
MUST MAKE ITS OWN DETERMINATION OF THE LAW, AND THAT THE COURT 
OBVIOUSLY CAN'T BASE ITS DECISION ON INTERNATIONAL AGREEMENTS 
THAT DON'T HAVE THE FORCE OF LAW HERE IN THE UNITED STATES, BUT 
HE ALSO MADE IT CLEAR THAT MANY OTHER COUNTRIES BESIDES THE 
JAPANESE ARE DEEPLY CONCERNED ABOUT THE OUTCOME OF THIS CASE, 
AND HE URGED THE COURT TO GIVE SPECIAL CONSIDERATION TO THE 
GOVERNMENT'S POSITION IN VIEW OF THE POSSIBLE INTERNATIONAL 
CONSEQUENCES OF A DECISION IN ZENITH'S FAVOR. WHETHER THE COURT 
WILL RESPOND TO THAT PLEA OR NOT MAY BE KNOWN WITHIN THE NEXT 
FEW WEEKS. 
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